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(f) Loss classification. This classifica-
tion includes those loans which are 
considered uncollectible and of such 
little value that their continuance as 
loans is not warranted. Even though 
partial recovery may be effected in the 
future, it is not practical or desirable 
to defer writing off these basically 
worthless loans. 

§§ 1951.886–1951.888 [Reserved] 

§ 1951.889 Transfer and assumption. 
(a) All transfers and assumptions 

must be approved in advance in writing 
by FmHA or its successor agency under 
Public Law 103–354. Such transfers and 
assumptions must be to an eligible 
intermediary. 

(b) Available transfer and assumption 
options to eligible intermediaries in-
clude the following: 

(1) The total indebtedness may be 
transferred to another eligible inter-
mediary on the same terms. 

(2) The total indebtedness may be 
transferred to another eligible inter-
mediary on different terms not to ex-
ceed those terms for which an initial 
loan can be made to an organization 
that would have been eligible origi-
nally. 

(3) Less than total indebtedness may 
be transferred to another eligible inter-
mediary on the same terms. 

(4) Less than total indebtedness may 
be transferred to another eligible inter-
mediary on different terms. 

(c) The transferor will prepare the 
transfer document for FmHA or its 
successor agency under Public Law 103– 
354’s review prior to the transfer and 
assumption. 

(d) The transferee will provide FmHA 
or its successor agency under Public 
Law 103–354 with a copy of its latest fi-
nancial statement and a copy of its an-
nual financial statement for the past 3 
years if available; its Federal Tax Iden-
tification number; organizational char-
ter; minutes from the Board of Direc-
tors authorizing the transaction; cer-
tification of good standing from the 
Secretary of State or whatever regu-
latory agency oversees nonprofit cor-
porations for that State or Common-
wealth where the entity is 
headquartered; and any other informa-
tion that FmHA or its successor agen-

cy under Public Law 103–354 deems nec-
essary for its review. 

(e) The assumption agreement will 
contain the FmHA or its successor 
agency under Public Law 103–354 case 
nunber of the transferor and trans-
feree. 

(f) When the transferee makes a cash 
downpayment in connection with the 
transfer and assumption, any proceeds 
received by the transferor will be cred-
ited on the transferor’s loan debt in in-
verse order of maturity. 

(g) The Administrator or designee 
will approve or decline all transfers 
and assumptions. 

§ 1951.890 Office of Inspector General 
and Office of General Counsel refer-
rals. 

When facts or circumstances indicate 
that criminal violations, civil fraud, 
misrepresentations, or regulatory vio-
lations may have been committed by 
an applicant or an intermediary, 
FmHA or its successor agency under 
Public Law 103–354 will refer the case 
to the appropriate Regional Inspector 
General for Investigations, OIG, USDA, 
in accordance with FmHA or its suc-
cessor agency under Public Law 103–354 
Instruction 2012–B (available in any 
FmHA or its successor agency under 
Public Law 103–354 office) for criminal 
investigation. Any questions as to 
whether a matter should be referred 
will be resolved through consultation 
with OIG and FmHA or its successor 
agency under Public Law 103–354 and 
confirmed in writing. In order to assure 
protection of the financial and other 
interests of the Government, a dupli-
cate of the notification will be sent to 
the OGC. OGC will be consulted on 
legal questions. After OIG has accepted 
any matter for investigation, FmHA or 
its successor agency under Public Law 
103–354 staff must coordinate with OIG 
in advance regarding routine servicing 
actions on existing loans. 

§ 1951.891 Liquidation; default. 
(a) In the event that FmHA or its 

successor agency under Public Law 103– 
354 takes over the servicing of the ulti-
mate recipient of an intermediary, 
those loans will be serviced by this reg-
ulation and in accordance with the 
contractual arrangement between the 
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